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MEMORANDUM “ 
τοι The Secretary <- 
FROM : Aryuess Joy backers 
SUBJECT: Harkac Reactions ts the Cubsn Crisis 4 a 


The markets are reacting Co tne Cuban crisis in Che seme way 
δὲ Cu the Korean and Suez crises. Commodities tcaded in iaternationel 
@arkats are ricing sharply, especially fucuregs prices. Stock orices 
ere falling both bere and on European exchanges, which spened cown today 
es did the New York stock axchange. Leter in the day, however, stocks 
rallied here. 


Regarding scssible acticn oroygrams, .C i: soremature, ir ay 
sotaioa, to make any movea Coward regilation sf oagic commodity orices 
to check the present rice, because supplies sre very lerge, with the 
aoasible exception of sugar. Stockoile policy should be reviewed 
promptly, especially for wetals, as the Department of Agriculture is 
now reviewing its osclicy with respect τ, grains. Steckpiles thst tere 
a burden last weak may be 9 blessing c-day. Selling slang may have C> 
pe surcenced. 


Geld λοι 4 Tesi oeovdlem I: Cue Federal Seserve board. 
There wiil be «a Fligne tu geld as evicenced by the sharo rise in crice. 
{a London to $35.1820 tuday. Today's market, however, is quieter ther 
yesterday's, The situation can be serious in view uf the very large 
dollar credits beld abroad which ace convertible int». gold here. 


Datails vf recent develusments are sumaerized below: 


ξ cag have risen sharply isrgaly because of 
speculative buying end short covering. Prices for most internéstionai 
commodities hawe been weak this year and supplies are very large. 
However, interferezce with Cranspertation could reduce effective supplies 
and rising ocaen transport costs could form 86 basis for peice aad cost 
‘norea ses, 


μιὰ sugar prices weat vp onerhsali ceit on both Tusesdey aad 
wednesday (‘World suger" is sugar not covered ὃ. quota egreesants such 
es vo bawe with Puerto Rico and HawatQ. 
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Mesoraaodiua to the Secretary 


Prices of cther tropical products - coffee, cocoa and rubber - 


cose by similar amounts. 


Cogton, wool and hides were also up. 


The prices of copper, lead and xine ruse sharpaly, although 
stockplies sre large end the marzats heave been week recently. 


Domestic whest a ° τ sins moved up on heavy trading on 
Tuesdey - wheat by 3 to τς cents a bushel; corn by 3-5/8 to 5 cents. 
One influence was a Department of Agriculture announcement that {t had 
temporarily stopped selling surplus corn end whest grains. An announce- 
ment et Ll A.H. this morning indicated τως this policy had been revised 
ead thet supplies were being released for export and also for sales «at 
farm elevator centers, but aot at main storage elevators. This indicates 
thac the Department of Agricuiture (s very auch on τῦρ of Che grain 
market situation. They are, nv doubt, sla” reviewing solicy with respect 
ta ουζζου. 

Ia view of the very lerge convsites οὗ ali Gumestic farm droduct:, 
Lt saculd be possible to suse these sugolies Co Bold ὠσὶ fame prices 
without orice conatrels. 


-_ oe μᾷ ποῦς . 
C.C68 S6C6287 Caw 
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i have suggested Co Cne Bureau vi Lebsr statis 
Chey srepsre 4 cenoraodum giving BRistorical comparisons 
of international cogmodittes in past crises. [t say als. be adviracir 
for them ty espead un their collection 5 datly soot market pricee for 
the of ficial daily tndex and to oabtaiu arices and iss.e reports on the 
day to which the figures reiste, 85 we have done yreviousl 
of emergency. 


ὰ 


The stock market feii sharply on both Monday aud Tuesday 
(October 22 and 23). Ie opened off this morning tut then rallied ts 
close higher vith s heavy volume of sales οὐ sli three days. Yesterday 
(Oetober 23) tha Dow Jomes awarsge was off 10 points, and bad broken 
through the previous “testing point” of 560 to 558. ctill esove the June 
lows. Today's ewerage was 562 at 2 δ... 


AlChough weakness in the stock asrket bad developed even before 
the Cuban crisis, this drop betmags prices dow something like 10 percent 
below the August high. The etock market usually reacts to uscertsinty 
in thie fas&ion. An edditional reason for the drop is the belief that 
no Federal tax cut will be possible in vlew of the Cuben situation, and 
the merket had apperently been discounting ἃ tax cut. 


Komoresadum to the fecretery 


\ 
Boarding of gold 16 common in such crises ss this, espectelly 
tn Exrope ead the Middle ἕδος sad in view of tha large dollar credite 
held sbroad, co sharp short-term movement could occur. 


The potential deager of a eericus gold outflow can ba mitigated, 
however, by cemly-created machinery for dealing with just such crises es 
this. Todey che Interastional Monstary Fund's 36 billioca foreign exchaaz< 
reserwe became effective, with the announcement that the Guited States 
bad cubecribed its $2 billion to this fund. It was also sunousnced that 
we had conniuded substential borrowing of Swiss francs. 


The Fecerel Reserve is oo doubt authorizing dealiaga in gold 
by the Bank of England, under arreagements agreed to after the 1961 goid 
criais, so tuet the London gold market iz said to be quieter today than 
yesterday, I will check chia out with the Federcl Reserve Board in sore 
detail tomorrow. 


cc: The Under Secretary 
Assiatan2 Secretary Reysolds 
Mr. Cleguse i 
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